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DISCLAIMER
While, at the tme this document was prepared, | was a Govemment employee and an
employee of the U S General Services Adminustration, it 1s not in this capacity that these
comments are presented but in my individual capacity as a taxpayer who Is interested on how
public funds are expended

MAS Advisory Panel Presentation
In March 2003 a GSA contracting officer found an item in the GSA Advantage database at
three different pnces $583 00, $1,035 44 and $6,249 99 (see attachment 1)

The contracting officer found this vast disparty because a vendor proposed to add the
product to their MAS contract at a price only a hitle above $6,249 99

Would that pnce have been reasonable?

If the high pnce s not reasonable, does it follow that either of the two other pnces 1s
reasonable?

How can that be?

Following this past number discovery, | asked for weekly database downloads by
manufacturers’ part number so that we could detect and eliminate those kinds of pncing
anomalies

To date no such action has been taken

How can that ba?

Buned on page 67 of GSA's 2007 Annual Performance and Accountability Report i1s the
starting admission that an agency was able to get a discount of "90 percent off GSA
Schedule prices "

The Federal Acquisitton Regulation asserts in 8 404(d) that "GSA has already determined
the prices of supplies and fixed-pnce services, and rates for services offered at hourly rates,

under schedule contracts to be fair and reasonable” [emphasis added]

If GSA has determined the price to be reasonable, how 15 it possible for an agency to get an
addiional 90 percent discount?

Are the customers who order at GSA Schedule pnces overpaying by 900 percent?
How can that be?

It seems to me that the 800-pound gonlia that no one wants to talk about is that we are
industnially funded

Histoncally before IFF started in 1996, the annual MAS sales were flat, ranging between four
and five bithon dollars (see GAQ-05-229 page 6 at altachment 2 below)
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Once FSS betame industnally funded, it became necessary to partner with industry, absorb
some of our ndustry partners’ costs like marketing, ignore audits and award MAS contracts at
the highest pnces that we can possibly support

The expenditures of taxpayer dollars for MAS contracts took off at about a sixty degree angle
zooming to $32,000,000,000 in 2004

The fact that we are industnally funded put FSS and now puts FAS in an unavoidable conflict
of interest situation

The primary metnc 1s the companson of the costs of operations with the operating funds that
are provided by the Industnal Funding Fee {(IFF)

in order to be perceived as successful, the operating casts must decrease or the sales that
generate the IFF operating funds must increase

These measures of success dnve the organization to reduce costs by churming personnel in
never-ending reorganizations and awarding contracts at the highest supportable pnces

The consequences of FSS's Office and Scienlific Center {the oid FCG) falling to spend more
taxpayer meney and increase revenue was that the center was dissolved and the people and
programs were reassigned

Was anyone ever properly recognized and commended when the FSC 70 contracts filled all
FSC 70 requirements at a lower cost to the taxpayer?

Since we don't collect data on how many boxes of FSC 70 product or how many hours of
FSC 70 services are performed, | submit that this 1s a far construction of avatlable data

If FSS was "on the take" from our contractors, it was O K because we were "on the take” by
act of Congress

Is this a problem? think thatitis

Can GSA fix the problem? No

Congress created thrs mess by abdicating its budgetary responsibility and Congress has to
fix the mess

Can GSA mitigate the problem? Parbally

This s an organizational conflict of interests 1ssue

We need separabon between our MAS negobators and our budget shop, the same kind of
separation that we would insist that a contractor provide

We should be flagging this problem in our vulnerability assessments so that a long-term fix
will actually happen

Catdweltl



Congress needs to reassert its budgetary authonty and fund us

This 15 an election year, it shouldn't play well in Peora and we may get lucky

in the mean time, we need to keep the pnce reduction clause and stop punishing contracting
officers for negotiating low prices

What metrics are appropnate?

It 13 not feasible for GSA to collect data on how many boxes of products or how many hours
of services are represented by the sales dollars

Pnor to IFF, success was measured by savings from retail

That metnc should be added fo thase currently used

If sales are growing but savings are growtng faster, it would be a good thing

If sales decline and savings are growing, it would be a great thing

If the metrics shows that GSA's reduction in sales revenue I1s based on increased taxpayer

savings, the Congress should cheerfully bale out any operating losses because the taxpayers
have benefited

On July 9, 2008 Administrator Bibb released a message to all GSA Employees "Highlighting
GSA's Achievements *

The first three trends iisted ("Gross revenues are up Business with the Department of
Defense 1s up Our flagship Multiple Award Schedules are up ") all involve costing the
taxpayer more money
it 1s a sad day when GSA touts costing the taxpayer more money

DISCLAIMER
While, at the trne this document was prepared, | was a Govemmant employee and an
employee of the U S General Services Administration, it 1s not in this capacity that these

comments are presented but in my individual capacity as a taxpayer who is interested on how
public funds are expended

Yl Glet?p

Herman S Caldwell, Jr
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Figure 1 MAS Sales, Fiscal Years 1992 through 2004

Dollars in blihons
35

0
258
25
224
@ 176 |
147
15
114
10 77
66
5 40 a5 44 48 : 50 ]
| | J!
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Yaor
Souica GSA data

MNole MAS sales amounts include single award sales for each year of less lhan $1 million

In fiscal year 2004, the Information Technology Acqusition Center had the
largest MAS sales volume with more than $18 bibon (about 56 percent) of
total MAS sales Figure 2 shows the MAS sales for fiscal year 2004 by GS5A
acqusition center (See app I for a descnption of the products and
services offered through each of the acquisiion centers )

A T A CH M ) N ,i:" . 2 GAC-08.229 GSA Muluple Award Sehedules Contracts
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To
"Herman Caldwell* Pal Brooks@gsa gov
GSA <hsc3@yahoo com> cc “herman" <herman caldwell@gsa gov>
N
08/04/2008 03 46 PM bee

Subject Panel Submission

Pat,

Attached 1s the text submittal in Word format and the two attachments in pdf format.
I am working on a PowerPoint for presentation to the Panel.

I will stop by Kinkos and fax the text to you later today.

Thanks

Herman

MAS Panel Stalement 2008 07 07 doc  Attachment 1 Pricing Dispanty Example pdf Atlachment 2 MAS Sales 1992-2004 pdt
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DISCLAIMER

While, at the ime this document was prepared, | was a2 Government employee and an
employee of the U S General Services Adminstration, it 1s not in this capacity that these
comments are presented but in my individual capacity as a taxpayer who 1s interested on how
public funds are expended

MAS Advisory Pane| Presentation
In March 2003 a GSA contracting officer found an lem in the GSA Advantage database at
three different prices  $583 00, $1,035 44 and $6,249 99 (see attachment 1)

The contracting officer found this vast dispanity because a vendor proposed to add the
product to their MAS contract at a price only a little above $6,249 89

Would that pnice have been reasonable?

If the high price Is not reasonable, does 1t follow that erther of the two other prices 1s
reasonable?

How can that be?

Following thuis part number discovery, | asked for weekly database downloads by
manufacturers' part number so that we could detect and ehminate those kinds of pricing
anomalies

To date no such action has been taken

How can that be?

Buried on page 67 of GSA's 2007 Annual Performance and Accountability Report is the
starting admission that an agency was able to get a discount of *90 percent off GSA
Schedule prices "

The Federal Acquisition Regulation asserts in 8 404(d) that "GSA has already deterrined
the prices of supplies and fixed-price services, and rates for services offered at hourly rates,

under schedule contracls to be fair and reasonable” [emphasis added)

If GSA has determined the price to be reasonable, how Is it possible for an agency to get an
additional 90 percent discount?

Are the customers who order at GSA Schedule prices overpaying by 900 percent?
How can that be”?

It seems to me that the 800-pound gorilla that no one wants to talk about 15 that we are
industrially funded

Histonically before IFF started in 1996, the annual MAS sales were flat, ranging between four
and five bilhon dollars (see GAO-05-229 page 6 at attachment 2 below)



Once FSS became industrnally funded, it became necessary to partner with industry, absorb
some of our industry pariners’ costs tke marketing, ignore audits and award MAS contracts at
the hughest prices that we can possibly support

The expenditures of taxpayer dollars for MAS contracts took off at about a sixty degree angle
zoomung to $32,000,000,000 in 2004

The fact that we are industrially funded put FSS and now puts FAS in an unavoidable conflict
of interest situation

The pnmary metnic 1s the compansen of the costs of operations with the operating funds that
are pravided by the Industnal Funding Fee {IFF)

In order to be perceived as successful, the operating costs must decrease or the sales that
generate the IFF operating funds must increase

These measures of success drive the organization to reduce costs by churning personnel in

never-ending reorganizations and awarding contracts at the highest supportable prices

The consequences of FSS's Office and Scientific Center (the old FCG) faiing to spend more
taxpayer money and increase revenue was that the center was dissolved and the people and
programs were reassigned

Was anyone ever properly recogmzed and commended when the FSC 70 contracts filled all
FSC 70 requirements at a lower cost to the taxpayer?

Since we don't collect data on how many boxes of FSC 70 product or how many hours of
FSC 70 services are performed, | submit that this 1s a fair construction of available data

If FSS was “on the take" from our contractors, it was O K because we were "on the take" by
act of Congress

Is this a problem? | think that it1s

Can GSA fix the problem? No

Congress created this mess by abdicating its budgetary responsibihty and Congress has to
fix the mess

Can GSA mitigate the problem? Partially

This 1s an organizational conflict of interests 1ssue

We need separation between our MAS negotiators and our budget shop, the same kind of
separation that we would insist that a contractor provide

We should be flagging this problem in our vulnerabiity assessments so that a long-term fix
will actually happen



Congress needs to reassenrt its budgetary authonty and fund us

This 1s an elechion year, it shouldn't play well in Peona and we may get lucky

in the mean time, we need to keep the price reduction clause and stop punishing contracting
officers for negohating low prices

What melncs are approprtate?

It 15 not feasible for GSA to collect data on how many boxes of products or how many hours
of services are represented by the sales dollars

Prior to IFF, success was measured by savings from retail

That metric should be added to those currently used

If sales are growing but savings are growing faster, it would be a good thing

If sales declhine and savings are growing, it would be a great thing

If the metrics shows that GSA's reduction in sales revenue 1s based on increased taxpayer

savings, the Congress should cheerfully bale out any operating losses because the taxpayers
have benefited

On July 9, 2008 Administrator Bibb released a message to all GSA Employees "Highlighting
GSA's Achievements "

The first three trends listed ("Gross revenues are up Business with the Department of
Defense 1s up Our flagship Multiple Award Schedules are up ") all involve costing the
taxpayer more money
It 1s a sad day when GSA touts costing the taxpayer mare money

DISCLAIMER
While, at the time this document was prepared, | was a Government employee and an
employee of the U S General Services Administration, it 1s not in this capacity that these

comments are presented but in my indwidual capacity as a taxpayer who 1S nterested on how
public funds are expended

Herman S Catdwell, Jr
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Figura 1 MAS Sales, Fiscal Years 1992 through 2004
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Nole MAS sales amounts include single award sales lar each year of less than $1 midlien

In fiscal year 2004, the Informaton Technology Acqusition Center had the
largest MAS sales volume with more than $18 billion (about 56 percent) of
total MAS sales Figure 2 shows the MAS sales for fiscal year 2004 by GSA
acqusition center (See app U for a descnpbon of the products and
services offered through each of the acquisition centers )
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